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SUBJECT: CONVERSATION WITH IBRD TEAM IN PERU 

1. EMBASSY OFFICERS MET MAY 8 WITH DR. JOSE GUERRA, LEADER OF THE 
IBRD TEAM CURRENTLY IN PERU DRAFTING THE BANK'S ANNUAL REPORT ON THE 
PERUVIAN ECONOMY IN PREPARATION FOR THE IBRD CONSULTATIVE GROUP 
MEETING ON PERU. THE TEAM IS EXPERIENCING DIFFICULTY IN SECURING 
INFORMATION BECAUSE OF A GENERAL STATISITCAL DISARRAY WITHIN THE 
GOVERNMENT, ESPECIALLY THE MINISTRY OF ECONOMY AND FINANCE. IN ADD- 
ITION, THE GOVERNMENT, INSTEAD OF PREPARING A 5 YEAR PLAN WITH 

TWO BIENNIAL BUDGETS (AND ONE YEARS'S BUDGET LEFT UNDETERMINED) 

AS IN THE PAST, HAS DECIDED TO PREPARE A 4- YEAR PLAN WITH TWO 

BIENNIAL BUDGETS. THE GUIDELINES FOR THE 1975-1978 PLAN 

WILL NOT BE COMPLETED UNTIL JUNE, AND THE DRAFT PLAN WILL 

PROBABLY NOT BE READY UNTIL SEPTEMBER, REPRESENTING SLIPPAGE 

OF AT LEAST ONE MONTH. BECAUSE OF THIS, THE IBRD MISSION WILL HAVE 

TO SPEND MORE TIME IN PERU IN THE COMING MONTHS 

THAN ORIGINALLY EXPECTED. IN ADDITION, THE CONSULTATIVE 

GROUP MEETING, WHICH HAD ALREADY BEEN POSTPONED FROM SEPTEMBER TO 

NOVEMBER, MIGHT BE POSTPONED FURTHER. 

2. DR. GUERRA MENTIONED THAT AMONG THE CURRENT PROBLEMS FACING PERU 
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CONSIDERABLY WEAKENED BECAUSE OF INCREASED PETROLEUM AND FOOD, 
ESPECIALLY WHEAT, PRICES, (3) THE FACT THAT ALTHOUGH 1973-1974 WAS 
SUPPOSED TO REPRESENT A PERIOD OF MAXIMUM DEBT SERVICING PAY 
MENTS, OWING TO SHORT TERM REFINANCING DEBT SERVICING PAYMENTS WILL 
CONTINUE TO RISE THROUGH 1978, (4) THE LACK OF SUFFICIENT REVENUE 
SOURCES FOR BUDGETARY PROGRAMS (ESPECIALLY FOOD AND PETROLEUM SUB- 
SIDIES), (5) FURTHER DEBT REFINANING NEEDS (ESPECIALLY DIFFICULT 
WITH CURRENT HIGH INTEREST RATES), AND (6) INSUFFICIENT LIQUIDITY IN 
FOREIGN EXCHANGE TO COVER IMPORT REQUIREMENTS. DR. GUERRA ADDED THAT 
PERU NEEDS AN IMMEDIATE INFLUX OF CAPITAL FOR PROJECTS WHICH CAN BE 
PRODUCTIVE IN THE SHORT TERM. HE MENTIONED PROJECTS RELATING TO 
FISH FOR HUMAN CONSUMPTION, GRAIN STORAGE FACILITIES, AND POSSIBILY 
EX IM BANK CREDITS FOR PROJECTS WHICH ARE HAVING TROUBLE OBTAINING 
FINANCING (SPECIFICALLY THE PROJECTED CATERPILLAR TRACTOR PLANT), 

3. COMMENT. ALTHOUGH THE SITUATION AS RELATED BY DR. GUERRA DOES 
NOT YET APPEAR TO BE SERIOUS, IT IS CLEAR THAT HE REGARDS PERU'S 
ECONOMIC CONDITION TO HAVE DETERIORATED SINCE MAY 10, 

1973, WHEN THE BANK S LAST REPORT WAS ISSUED. IT IS ALSO CLEAR THAT 
ANY ASSISTANCE THE UNITED STATES COULD PROVIDE, SUCH AS THE RECENT 
GRANTING OF $15 MILLION OF CCC CREDITS, WOULD BE RECEIVED MOST 
GRATEFULLY BY PERU AND WOULD CONTRIBUTE TO ECONOMIC STABILITY HERE. 
DEAN 
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